
FDII 
ffDIIAl DIP051T INSUUNCI COl,OUTION 

FOR IMMEDIATE RELEASE 
PR-138-92 (10-2-92) 

NEWS RELEASE 

Media contact: 
Armew Porterfield (202) 898-6593 

FDIC APPROVES .ASStH'l'ION OF DEroSITS OF 
FIRST CONSTI'IUrION BANK. NEW HAVEN I ~aJI' 

'lbe Board of Directors of the Federal Deposit Insurance Corporation has 

awrc,ved the assumption of the deposits of First eonstitution Banlc, New Haven, 

Connecticut, by First Federal Banlc, FSB, Watertmy, Connecticut. 

'lbe failed bank's 16 offices will req:,en for J::usiness as usual on 

Saturday, october 3 or Mon::lay, October 5, 1992, as branches of First Federal, 

an:i its depositors will b?c:x:me depositors of the~ bank. 

First Constitution Banlc, with total assets of $1. 6 billion, was closed 

on Friday, October 2, 1992, by Ral1,il M. Shulansky, Connecticut BanJc 

camnissioner, an:i the FDIC was named receiver. 

First Federal will assume all deposits totalling $1.4 billion in about 

130,000 deposit accounts. It will p.irchase $1.4 billion of the failed bank's 

assets at a discotmt of $24. 2 million. 'Ihe FDIC will retain certain troubled 

assets of the failed bank with a book value of about $250 million. To assist 

in capitalizing this transaction, the FDIC has agreed to p.n:dlase $30 million 

of cumulative perpe~ preferred stock as bridge equity fran Webster 

Financial Corporation, Waterl:my, Connecticut, First Federal' s holciirg 

caapany. 'lbe FDIC estimates the total cost of this resolution to be 

approximately $122 million. 'lbe FDIC's initial cash outlay to the assumirg 

bank will be awroximately $4.2 million. 

First Federal will be provided with a five-year loss-sharing 

arrargenent on awroximately $277 million in multi-family residential, 

canmercial real estate an:i ccmnercial loans. 'lbe arrargement is expected to 

reduce losses to the BanJc Insurance Funi while minimizing disruption to loan 
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custaners. Durirg the five-year period, the FDIC will rei.mn:se First Federal 

for 80 percent of net charge-offs on these assets. First Federal will al:sorb 

the remaining 20 percent. 'lhe FDIC has agreed that if net charge-offs exceed 

$49.2 million, the FDIC will increase its coverage to 95 percent of additional 

net charge-offs on these assets am First Federal will al:sorb the r~ 

five percent of net charge-offs. Durirg this period am for two years 

thereafter, the FDIC will reoei ve 80 percent of all recoveries of charged-off 

assets. 

'lhe FDIC has also provided First Federal with a measure of additional 

protection on the non-loss-sharirg assets assumed by First Federal only if 

expected losses on these assets are exceeded. 

'lhe Board of Directors awrc,ved the assunption of all deposits umer 

its authority to do so whenever it detennines that such a transaction is the 

least costly resolution. '!he FDIC notes that its claim on recoveries fran the 

sale of the failed bank's assets will have priority over non-depositor 

creditors of the failed bank. 
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